NORTH AMERICAN ENERGY STANDARDS BOARD OPERATING PRACTICE
ANNUAL PLAN PROCESS, CHARACTERISTICS, IMPLEMENTATION AND RESPONSIBILITIES

PLAN CHARACTERISTICS

The Annual Plan has the following characteristics and any changes to the Annual Plan will maintain these
characteristics:

1.

Focus and prioritization of NAESB activities: The annual plan provides a dear focus on specific
activities with a prioritization defined via the completion dates. The activities defined should have
high expectation of implementation. The annual plan will be focused on the standards development
and maintenance, and interpretation development efforts of the organization. Development of
standards pursuant to an annual plan item should be restricted to implementation of existing federal
or state commission policy, new commission policy after it has been ordered and non-policy oriented
aspects of the annual plan item.

Resource application to NAESB efforts: The annual plan recognizes that the member company
resources to work on NAESB efforts are limited. The efforts defined for activity by NAESB should not
exceed those limits by spreading the resources so thin that the assurance of success is affected.

Alignment of efforts to assure coordination of intent: It is the intent of the Board of Directors and the
Executive Committee that their objectives coincide. The Board of Directors and the Executive
Committee will direct NAESB work through the annual plan so that those intents are aligned and the
annual plan efforts are realized.

Timetable for efforts: The work of NAESB is defined with a specific timetable during which consensus
can be reached. If consensus is not reached within that timetable, avenues other than NAESB can be
pursued.

IMPLEMENTATION OF THE ANNUAL PLAN

Recognition of time constraints of development efforts -- the plan provides focus with no more than 5
to 10 major efforts identified, with deadlines for completion, which serve as prioritization. The
development efforts, deadlines, and priorities are identified in the Annual Plan. If one of the approved
efforts is completed during a year, a new effort could be added if approved by the Board of Directors
in consultation with the officers of the Executive Committee.

Empowerment of the chairs at subcommittee and task force meetings -- chairs are empowered to limit
discussions when necessary, call items out of order whe n applicable, follow agendas closely, and in
general exert more control so that the time participants spend in meetings is more effective.

Efforts are "implementable” -- each effort should have a reasonable expectation that consensus can
be reached, with clear deadlines established for completion. The deadlines provide an incentive to all
industry participants to reach closure. For each Board meeting, these deadlines will be reviewed with
the progress made to date by the subcommittees. The deadlines, as with any other parameter
established in the Annual Plan, cannot be changed without Board approval. If a deadline is missed,
the Board, in consultation with the officers of the Executive Committee, will determine whether the
work should be continued, put on hold or transferred to another venue.

Modifications to existing standards and new standards that are requested which come through the
request process should reflect a broad industry need. As prioritization occurs, a primary parameter
should be how many companies or segments need this standard or standard change. Industry efforts
to implement standards that affect only a few companies should be severely limited.
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NORTH AMERICAN ENERGY STANDARDS BOARD OPERATING PRACTICE
ANNUAL PLAN PROCESS, CHARACTERISTICS, IMPLEMENTATION AND RESPONSIBILITIES

BOARD OF DIRECTORS RESPONSIBILITIES TO THE PLAN

Progress toward completion of the plan will be reviewed by the Board quarterly with the officers of the
Executive Committee.

The deadlines in the Annual Plan, as with any other parameter established in the Annual Plan,
cannot be changed without Board approval. When a deadline is reached before the item is completed,
the Board, in consultation with the officers of the Executive Committee, will determine whether the
work should continue, be postponed or transferred to another venue.

Any changes or additions to the annual plan items, including those requested by government
agencies or commissions, must first be presented to the Board for its consideration, prioritization and
approval.

The Board will review the Annual Plan at its quarterly meeting to determine if any changes are
necessary.

EXECUTIVE COMMITTEE RESPONSIBILITIES TO THE PLAN

The Executive Committee should strive to complete the items set forth in the Annual Plan in the times
specified. When a deadline is reached before the item has completed, the Executive Committee will
recommend t the Board for the Board's determination of whether the work should continue, be
postponed or transferred to another venue.

The officers of the Executive Committee will brief the Board at each Board meeting on the progress
made towards completing each item on the Annual Plan.

There will be boundaries on the time spent in modifying standards, which will be controlled by the
Executive Committee through its setting of meeting dates for the subcommittees addressing
maintenance issues.

A key element in determining priority for maintenance issues is the number of companies or
segments needing the modifications requested. The Triage Group recommendations to the Executive
Committee will include priorities/dates and possible changes to other priorities such that the
workload in maintenance is reasonable considering the other items included in the plan.

NAESB OFFICE RESPONSIBILITIES TO THE PLAN

The NAESB office will prepare the progress report to the Board of Directors for each Board meeting in
consultation with the officers of the Executive Committee and other subcommittee chairs as
appropriate.

The Executive Director will be an active participant in subcommittee and task force meetings that he
or she attends, acting as a liaison to the Board of Directors.
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NORTH AMERICAN ENERGY STANDARDS BOARD
2003 ANNUAL PLAN - WHOLESALE GAS QUADRANT

Item Description Completion? Assignment
Contracts
1 Complete the Credit Annex for the contract for purchases and 2nd Qtr Contracts
sales of natural gas2. 2003 Subcommittee

Electronic Delivery Mechanisms and Related Activities

2 Preparation of documents and submission of EDM standards to 4th Qtr EDM
ANSI for approval as ANSI standards. 2003 Subcommittee
3 Explore additional possibilities for partnership with the 4th Qtr EC Officers
Department of Energy. 2003
4 Review and enhance security standards as required by 2nd Qtr EDM _
technological changes. 2003 Subcommittee
5 Review of minimum technical characteristics in Appendices C, D, 2nd Qtr EDM )
and E of the EDM Manual. 2003 Subcommittee

Standards Implementation

6 Develop Creditworthiness Standards pursuant to an Annual Plan 2nd Qtr Business
item. Such development should be restricted to implementation of 2003 Practices
existing Commission policy, new Commission policy after it has Subcommittee

been ordered and non-policy oriented aspects of Creditworthiness.

Provisional Activities3

Mexican Addendum to the base contract for purchase and sales of natural gas.
“Energy Day” Standard - including assessment of changes to existing NAESB standards.

Remand of FERC Order 637 Issues - (1) forward-backward haul to the same point, and (2) Right of
First Refusal.

Model financial hedging agreement development4.

1 pDates in the completion column are by end of the quarter for completion by the assigned committee. The dates do
not necessarily mean that the standards are fully staffed so as to be implementable by the industry, and/or ratified by
membership. If one item is completed earlier than planned, another item can begin earlier and possibly complete
earlier than planned. There are no begin dates on the plan.

2 This item may require coordination with wholesale electric quadrant as it may be related to WEQ Annual Plan item
no. 5.

3 To the extent that it is determined that any of the provisional activities should be worked upon during the year as a
result of a specific request for standards development or a FERC action, the Board has the discretion to modify the
annual plan.

4 _ . . - s . . . .
This item may require coordination with wholesale electric quadrant as it may be related to WEQ Annual Plan item
no. 5.

NAESB Wholesale Gas Quadrant 2003 Annual Plan
Approved by the Board of Directors on November 21, 2002
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Item Description Completion? Assignment

FERC order -- Docket No. RM01-10-000 (Affiliate Order).
Base contract for purchase and sales of natural gas - electronic contract.
Program of Standards Maintenance & Fully Staffed Standards Work5

Business Practice Requests Ongoing  Assigned by the
EC on a request by
request basis

Continue review against plan for migration to ANSI ASC X12 new Ongoing ANSI (X12?
versions as needed and coordinate such activities with DISA. Subcommittee
Information Requirements and Technical Mapping of Business Ongoing  Assigned by the
Practices EC on a request by

request basis

Ongoing Interpretations for Clarifying Language Ambiguities Ongoing  Assigned by the
EC on a request by
request basis

Ongoing Maintenance of Code Values and Other Technical Matters Ongoing Assigned by the
EC on a request by
request basis

Notes: (a) Priority is given to action items that are carry-overs from the 2002 Annual Plan.

(b) Any new activity should be preceded by a request from the submitter after which
the annual plan will be revisited. The provisional items would only be addressed
after a request is submitted or an order is issued by the FERC.

5 This work is considered routine maintenance and thus the items are not separately numbered.

NAESB Wholesale Gas Quadrant 2003 Annual Plan
Approved by the Board of Directors on November 21, 2002
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NORTH AMERICAN ENERGY STANDARDS BOARD

2003 WEQ Annual Plan Modified by the Executive Committee — December 12, 2002

Item Description

Completion® Assignment

1 Develop business practices standards as needed to complement reliability standards.

a) Apply NERC/NAESB MOU provisions in reviewing proposed 2nd Qtr 2003 Star_ldards
reliability standards for their business practice implications. Review
Subcommittee
(SRS)
b) Review existing NERC reliability policies and standards for their 24 Qtr 2003 SRS
business practice implications. Low priority
c) Review each of the SARs in light of the NERC/NAESB MOU. Ongoing SRS
High priority
2 Develop business practices standards for OASIS and Electronic Scheduling
a) Develop business practice standards as needed for OASIS and 4th Qtr 2003  Market
electronic scheduling includi_ng determining which, if any, _ Medium/High gta:)ndard -
ESC/0SC and other related industry groups’ business practices  prjority? |\>|Js§0mml ee
and standards should be developed into NAESB standards. ( )
b) Develop standard communication protocols and cybersecurity 4t Qtr 2003 MSS
requirements as needed for OASIS and electronic scheduling Ongoing
!ncluding determining which, if_any, ESC/0OSC and other re!ated High priority
industry standard communication protocols and cybersecurity
requirements should be developed into NAESB standards.
3 Develop business practices standards in Support of a Standard Market
a) Develop standards and model business practices in accordance Per FERC MSS
with FERC orders and rules issued in the SMD docket (RM01-12- ©Order
000), or pursuant to Order Nos. 888 or 2000, or otherwise directed High priority
by the FERC.
b) Respond to FERC inquiries pertaining to business practice Ongoing MSS
standard development and keep FERC informed on the nature and High priority

effectiveness of coordination activities with other standards setting
organizations.

4 Develop business practices standards to Improve the Current Operation of the

Wholesale Electric Market

a)

Establish a standardized electric trading day.

See Note 1.

Market
Operations
Subcommittee

1 Dates in the completion column are by end of the quarter for completion by the assigned committee. The dates do
not necessarily mean that the standards are fully staffed so as to be implementable by the industry, and/or ratified by
membership. If one item is completed earlier than planned, another item can begin earlier and possibly complete

earlier than planned. There are no begin dates on the plan.

2 The EC determined that this item should carry a medium priority in terms of substance and a high priority in terms

of organizational relations.

NAESB WEQ Annual Plan 2003
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NI T) North American Energy Standards Board

NORTH AMERICAN ENERGY STANDARDS BOARD

2003 WEQ Annual Plan Modified by the Executive Committee — December 12, 2002

Item Description Completion® Assignment

c)

h)

(MOS)

Identify and develop business practices on the public dissemination See Note 1. MOS
of market information.

Establish standard business practices relating to:

i) Definition and treatment of firm/nonfirm power; See Note 1. MOS
ii) Definition and treatment of firm/nonfirm transmission; See Note 1. MOS
iii) Provision of reserves for transactions across multiple control  See Note 1. MOS

areas.

Develop business standards as necessary to resolve seams issues See Note 1. MOS
between ISOs and RTOs.

Develop standards for data requirements, data exchange and See Note 1. MOS
scheduling of day-ahead and real-time bilateral markets.

Examine business practices and definitions currently in use to See Note 1. MOS
determine applicability on a North American basis.

Catalogue, assess and prioritize existing “standards” that have See Note 1. MOS
significant business practice implications.

Review activities of NERC CIPAG in light of NERC-NAESB MOU See Note 1. MOS
regarding cyber security requirements for their business practice
and system communication standards implications.

5 Develop standardized contracts

a)

<)

d)

e)

A review of both the Western Systems Power Pool and the Edison 2" Qtr 2003 Contracts
Electric Institute (EEI) Master Service agreements and other related High priority Subcommittee
agreements would be in order with the objective of developing for outreach
standard short term and long term master-service agreements.

. . . L ond 2003 Contracts
A review of the EEI Master netting agreement W|th_the objective of Qtr Subcommittee
developing standard terms and conditions for netting settlements . -

. . . X High priority

(perhaps this is a subset discussion of the master service for outreach
agreements above)

. .. L Contracts
A review of the terms and conditions of the standard liquidated 4th Qtr 2003 g \pcommittee
damages contracts (“into Entergy, Into Cinergy, etc.) with the . -
. A High priority
objective of developing standard LD contract terms for outreach
Contracts

A review of the International Swaps and Derivatives Association 2nd Qtr 2003 g \pcommittee
(ISDA) cross commodity netting agreement High priority
for outreach

Contracts
Identify and develop business practices that would facilitate 3 Qtr 2003 g,pcommittee

transactions between 2 parties when creditworthiness is an issue. High priority

NAESB WEQ Annual Plan 2003
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NORTH AMERICAN ENERGY STANDARDS BOARD
2003 WEQ Annual Plan Modified by the Executive Committee — December 12, 2002

Item Description Completion® Assignment

for outreach

Contracts
f) Develop the Funds Transfer Agency Agreement. 2nd Qtr 2003 gpcommittee
High priority
for outreach

6 Develop business practices standards for Inadvertent 2nd Qtr 2003 MOS

Interchange Payback Practice. High/Medium
priority

7 Develop business practices standards related to FERC’s 4th Qtr 2003*MSS
forthcoming generation interconnection orders (large and High priority
small generators), in Docket Nos. RM02-01-000 and RM02-12-
000.

Notes:
1. The WEQ EC Subcommittee will prioritize these items as appropriate and update the

Board.

3 The completion date is dependent upon the issuance date of the generation interconnection
orders.

NAESB WEQ Annual Plan 2003
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NORTH AMERICAN ENERGY STANDARDS BOARD
2002-2003 ANNUAL PLAN - RETAIL ELECTRIC QUADRANT?

Item Number & Description

Completion2

Assignment

Retail Access Uniform Business Practices (UBP)3

Billing & Payments

Develop practices for billing customers and remitting
payments to parties providing services to the
customer.

Status: Underway

1st Qtr 2003

Customer
Processes
Subcommittee

Creditworthiness Standards

Develop practices for extending commercial credit by
Distributors to Suppliers to cover financial risk.
Status: Underway

1st Qtr 2003

Supplier-
Utility
Interface
Subcommittee

Customer Enrollment & Switching

Develop practices for market participants to process
customer switch requests, for maintaining current
customer account information regarding a customer’s
Supplier, and for notifying affected parties.

2nd Qtr 2003

Customer
Processes
Subcommittee

Supplier Licensing

Develop practices for licensing Suppliers with state
utility commissions.

2nd Qtr 2003

Supplier-
Utility
Interface
Subcommittee

Retail Meter Data Validation, Editing & Estimating

Develop procedures for insuring the integrity and
validity of retail customer metering data that is

3rd Qtr 2003

Supplier-
Utility
Interface
Subcommittee

needed by utilities and suppliers for billing, load
profiling, settlement, etc. Issues related to unbundled
or competitive metering are not to be considered.

! As outlined in the NAESB Bylaws, the REQ will also address requests submitted by members and
assigned to the REQ through the Triage Process.

2 Dates in the completion column are by end of the quarter for completion by the assigned committee.
The dates do not necessarily mean that the standards are fully staffed so as to be implementable by the
industry, and/or ratified by membership. If one item is completed earlier than planned, another item can
begin earlier and possibly complete earlier than planned. There are no begin dates on the plan.

3 A "Glossary" exists from the November 2000 UBP document that should be maintained and updated as
a common glossary for all items under this sub-heading as the sub-committees address the UBP items in
this section of the Plan.

NAESB Retail Electric Quadrant 2002-2003 Annual Plan
Approved by the NAESB Board of Directors — June 28, 2002
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NORTH AMERICAN ENERGY STANDARDS BOARD

2002-2003 ANNUAL PLAN - RETAIL ELECTRIC QUADRANT

Item Number & Description

Completion

Assignment

Retail Access Uniform Business Practices (UBP)
(continued)

6 Customer Information

Develop practices for the release, collection, exchange
& maintenance of customer information between
Distributors and Suppliers.

3rd Qtr 2003

Customer
Processes
Subcommittee

7 Load Profiling

Develop practices for using statistical methods to
estimate interval consumption by customers who do
not have interval meters.

3rd Qtr 2003

Supplier-
Utility
Interface
Subcommittee

8 Customer Inquiries

Develop procedures for responding to customer
inquiries directed to Distributors and/or Suppliers
and for notification of the other party.

4th Qtr 2003

Customer
Processes
Subcommittee

9 Market Participant Interactions

Develop  supplier registration  processes  for
Distributors and protocols for communications and
interactions between Distributors and Suppliers.

4th Qtr 2003

Supplier-
Utility
Interface
Subcommittee

10 Utility - Supplier Disputes

Develop dispute resolution procedures applicable to
differences between Distributors and Suppliers.

4th Qtr 2003

Supplier-
Utility
Interface
Subcommittee

11 Settlement Process

Reconcile energy schedules and energy delivered by
suppliers within a given market. Note: will need to
be coordinated with the WEQ.

1st Qtr 2004

Supplier-
Utility
Interface
Subcommittee

NAESB Retail Electric Quadrant 2002-2003 Annual Plan
Approved by the NAESB Board of Directors — June 28, 2002
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NORTH AMERICAN ENERGY STANDARDS BOARD
2002-2003 ANNUAL PLAN - RETAIL ELECTRIC QUADRANT

Item Number & Description

Completion Assignment

Data Exchange Protocols4

12

Electronic Delivery Mechanisms
Develop electronic delivery mechanism guidelines
including but not limited to: transactional data
interchange, web sites, and bulletin boards.
Status: Underway

4th Qtr 2002

Technical
Electronic
Implementation

13

Technical Electronic Implementation Standards -
Billing & Payments

2nd Qtr 2003

Technical
Electronic
Implementation

14

Technical Electronic Implementation Standards —
Customer Enrollment and Switching

3rd Qtr 2003

Technical
Electronic
Implementation

15

Technical Electronic Implementation Standards -
Metering

4th Qtr 2003

Technical
Electronic
Implementation

16

Technical Electronic Implementation Standards -
Load Profiling

4th Qtr 2003

Technical
Electronic
Implementation

17

Technical Electronic Implementation Standards —
Customer Information

4th Qtr 2003

Technical
Electronic
Implementation

* Data exchange standards for Uniform Business Practices should be completed by the end of the quarter
following the quarter in which the Executive Committee adopts the model business practices for that area

of focus.

NAESB Retail Electric Quadrant 2002-2003 Annual Plan
Approved by the NAESB Board of Directors — June 28, 2002
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NORTH AMERICAN ENERGY STANDARDS BOARD
RETAIL GAS QUADRANT

Draft 2002-2003 Annual Plan

The first step in developing NAESB model business practices and standards is for each industry quadrant to
prepare an annual plan identifying items or topics to be worked on by NAESB participants through year-end
2003. The quadrants’ annual plans are used by the NAESB Board of Directors to determine how resources
will be expended during a given year. Also the annual plan is a flexible, high-level document intended to
provide direction to the RGQ Executive Committee and its subcommittees on work priorities once the RGQ is
established and running.

A task force of participants in the Retail Gas Quadrant (RGQ) developed the following proposal, or
“strawman,” outlining topics (or action items) to be considered for the 2002-2003 RGQ Annual Plan. This
draft evolved from the input and comments provided by industry participants in response to a May 2002
survey and a June 2002 comment period. It also reflects several rounds of dscussions of task force
members via conference calls and a June 24 face-to-face meeting. While this proposed document has
undergone several iterations, it does not represent an end product. Rather it is open to further refinement,
based on additional input from industry participants.

The final version of this document will be discussed and voted on by the NAESB RGQ Membership once the
Quadrant is officially established—with the requisite minimum threshold of forty members overall and of five
members within each Segment. This final recommendation for the 2002-2003 RGQ Annual Plan will be
presented to the NAESB Board of Directors for approval, only after the RGQ’s representatives are seated on
the NAESB Board of Directors.

Background:

A task force of interested participants in the RGQ conducted a survey in May, soliciting input from a cross-
section of the retail natural gas industry—including suppliers, distributors, end users, service providers, and
regulators. The survey listed eleven line items and asked respondents to associate each of those with a
relative priority level (e.g. High, Medium, Low, or Do Not Address). Respondents were also asked to comment
on each of the proposed line items and to contribute additional items for consideration. The task force
compiled and reviewed the survey responses, and the NAESB office posted both responses and compiled
results on its web site (http://www.naesb.org).

Based on those results, the task force revised the draft document, tabulating the eleven line items into three
categories: 1) High Priority Activities (or action items); 2) Medium Priority Activities; and 3) Low Priority
Activities. These categories indicate the priority level at which the work will be done, rather than whether or
not the work will be carried out. For example, low-priority action items will not be started before high-
priority and medium-priority action items are completed. New line items that were contributed by survey
respondents were categorized as “Provisional Items,” which meant that those action items would be tackled if
time and resources allowed it during the 2002-2003 timeframe.

The NAESB office posted the revised draft in June for industry comment, and the task force convened a face-
to-face meeting on June 24 to discuss the comments submitted. The currently formulated outline of action
items reflects those comments and discussions. The rankings of those items do not constitute a definitive
order in which the work will be conducted. Columns for targeted completion quarter and subcommittee
assignments were left intentionally blank, because participants found such determinations to be premature
and thus deferred them until the RGQ is officially formed and its Executive Committee and subcommittees
established.

NAESB Retail Gas Quadrant
Draft 2002-2003 Annual Plan
December 12, 2002
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Draft 2002-2003 RGQ Annual Plan

Action Item, Description and Priority Category

Completion Subcommittee
Quarter Assignment

Inventory Existing Natural Gas Practices within States

Conduct inventory of existing natural gas practices in various states.

Retail Gas
Business Practice
Inventory Task
Force

Examine Wholesale Gas Quadrant EDM Standards

Review NAESB Wholesale Gas Quadrant’s (formerly known as GISB)
“Electronic Delivery Mechanisms” manual to determine whether the
standards within should be modified and/or adopted for use in the
Retail Gas Quadrant.

Technical
Electronic
Implementation

Creditworthiness

Develop Creditworthiness Standards pursuant to an Annual Plan item.
Such development should be restricted to implementation of existing
regulatory policy, new regulatory policy after it has been ordered and
non-policy oriented aspects of Creditworthiness.

Supplier-Utility
Interface

Supplier Licensing

Develop practices for licensing Suppliers with state utility commissions
and for registering Suppliers with Distributors (e.g. application process
and requirements).

Customer Enrollment, Switching & Dropping

Develop practices for submitting and receiving, processing and fulfilling
a customer’s request to enroll with or leave a Supplier (including
Suppliers dropping customers).

Billing & Payment

Develop practices for billing customers; remittance to parties providing
services to customers under different billing options (e.g. dual or
consolidated bills; rate-ready or bill-ready); and payment between
Distributor and Supplier under different payment options (e.g.
assumption of receivables, pay-as-you-get-paid).

Customer
Processes

Customer Information

Develop practices for the release, collection, exchange and maintenance
of customer information ketween Distributors and Suppliers, such as
customer authorization, pre-enrollment information, customer lists,
enrollment information and post-enrollment information.

Develop procedures and protocols for communicating the nature & level
of a customer’s service as human needs, firm, interruptible, critical
needs, and/or building protection for emergency services.

NAESB Retail Gas Quadrant
Draft 2002-2003 Annual Plan
December 12, 2002
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Draft 2002-2003 RGQ Annual Plan

Action Item, Description and Priority Category

Completion Subcommittee
Quarter Assignment

Customer Inquiries

Develop procedures for responding to customer inquiries directed to
Distributors and/or Suppliers and for notifying the other party, such as
inquiries involving switching and enrollment/disenrollment, billing,
customer account changes, customer disputes and distribution

emergencies.

Examine Wholesale Gas Quadrant Non-EDM Standards

Review NAESB Wholesale Gas Quadrant’s other manuals to determine
whether the standards within should be modified and/or adopted for
use in the Retail Gas Quadrant (i.e. review “Nominations,” “Flowing
Gas,” “Invoicing,” “Capacity Release,” and “Contracts” manuals.).

10

Market Participant Interactions

Develop model practices to support interactions between Distributors
and Suppliers, such as governing documents that establish the legal
relationship, roles and obligations, including performance standards, of
both Distributor and Supplier (e.g. content and framework of governing
documents or orders, Master Service Agreement, operational manuals,

and so on).

11

Utility-Supplier Disputes

Develop dispute resolution procedures to resolve differences between
Distributors and Suppliers, which would be included in the governing
documents.

NAESB Retail Gas Quadrant
Draft 2002-2003 Annual Plan
December 12, 2002



